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Dear Mr Derzon 

We have recently completed a survey of Medlcare carriers’ 

?,. 
use of prepayment computer edlts to prevent duplicate payments. 
Medrcare Bureau statistics show that carriers detected about $360 

4 mflllon in duplzcate claims during fiscal year 1976 using prepayment 
cdl ts However, during that year, an addltronal $1 6 mllllon m 
duplicate claims were found during postpayment reviews and payees 
voluntarily returned about $2 mrlLlon in duplicate payments whrch 
had not been detected by the carrxers 

Information obtamed from 28 carriers in five Medicare Bureau 
regions showed that most of the carriers use prepayment computer 
edits which do not fully comply with the Bureau requirements. Our 
tests at one of the carriers showed that this has resulted in 
duplicate payments Al though we have not determined the total number 
or amount of duplicate payments Involved, they could be slgnlflcant 
for those carrrers whose edrts doffer considerably from the Bureau’s 
requirements Addi tlonally, some carriers have edlts that are 
probably resulting In unnecessary manual reviews. 

Our survey also shows that the Bureau needs to change its 
requirements for the computer edits used to automatically deny 
duplicate claims to Lnclude matches with claims still in process 
This change would reduce the number of manual reviews and also 
reduce the potential for errors that might be made in the manual 
review process 

These matters are dlscussed In greater detail below. 



MOST CARRIERS ARE NOT COMPLYING 
WITH BUREAU REQUIREMENTS 

Bureau znstructlons specify computerrzed edrtlng crrterza 
to be used by carriers In screening clazms to identify (1) duplicate 
claims to be disallowed mthout clerlcal intervention and (2) potentzal 
duplicate claims to be SubJected to manual review, According to 
Bureau offlcialb, use of these crlterla IS mandatory for all carriers. 
However, most of the carriers we surveyed used editing criteria that 
varied from Bureau crlterla. 

Part B Medlcare claims can be submitted to a carrier by either 
the provider or the benefzclary of services and the carrrer can make 
payments to either party. A claim can involve one service or a number 
of services rendered over a period of days, weeks, or months. 
Information descrlblng each service 1s coded by carrier personnel and 
entered znto the carrier's computer as a line item. 

In some cases, claims list services which have been billed to 
the carrier on previous claims. In other cases, the same service 
may be listed on the claim more than once. Duplicate claim edits 
are u$ed to ldentzfy these sztuatrons so that a second payment will 
not be made for the same service. In these edits, the computer 
compares line items with each other to determine whether an Individual 
servrce has been entered for processing and payment more than once. 

Medicare instructions provide for the computer to automatically 
deny a line item if It 1s an exact duplicate of a line item which has 
already completed processing Exact duplicate line items are defined 
as those In which the beneflclary and provider numbers, the date and 
place of service, the amount charged, the type of service, and the 
procedure code have all been coded the same* 

In some cases, two lzne Items may not be coded exactly the 
same even though both represent the same service. Recognizing this, 
the Bureau requires carriers to have edLts for potential duplicate 
claims. In these edits, the computer cornpales line items for speclfzed 
srmilarltLes, If these slmllarltles are met, the suspect lzne items 
are manually reviewed by clerlcal personnel. 
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Although the reglonal offlces are responsible for assuring that 
the carriers use the edltlng criteria required by the Bureau, the 
regional personnel we contacted did not know for the most part 
what edl tlng criteria was being used. Further , the Annual, Contractor 
Evaluation Reports generally do not provide complete mformation on 
the edits used by the carriers. 

We visited one regional office and telephoned four others 
to determrne the edltlng criteria beLng used by their carriers. 
Officials In the Kansas City, Boston, Atlanta, and San Francisco 
regional offlces told us it would be necessary to contact the 
carriers to get the lnformatlon. An official in “,he Chxago 
regional office was able to list the edltlng criterza for all but 
two carriers, but said the information might not be current. 

To obtain lnformatlon about the carriers’ edl tlng cri terra, we 
prepared questlonnalres and the five regional offices mentioned above 
had their carriers complete the questionnaires. The information from 
these questlonnalres 1s provided In the enclosure. Only one of these 
carriers (Mutual of Omaha) had edits which were the same as the 
Bureau’s requirements The remarnlng 27 carrxers had edltlng criteria 
which was either narrower or broader than that prescribed by the 
Bureau. 

Narrower criteria means that the carrier requires more data 
fields to match than those required by the Bureau before a lzne item 
wrll be identified as a potentxal duplicate. Broader crlterla means 
that fewer data fields must match, thereby causing more lrne items 
to be identified as potential duplicates. Thus, while broad criteria 
Increases the potential for detecting duplicate claims, lt also 
Increases the number of claims that must be manually reviewed. 

Effect of using 
narrow cr1 terra 

Use of edltlng criteria which IS too narrow results in duplicate 
claims not being detected. At Kansas City Blue Shield, we reviewed 
the edit used to compare l.lne items from different claims whxch 
involve the same provider. We found that Kansas City had narrowed the 
crlterla for this edit by requlrlng ‘that, lr addltron to beneflclary 
number, service data, and type of service, the place of service also 
must match 
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We ran tests against one of the SIX claims hlstory tapes at 
this carrier and estimated the results for all six tapes, Kansas 
City carrier offrclals told us that the five other tapes were 
comparable to the one we tested. 

We estimate that adding place of service to the edit caused 
Kansas City Blue Shield to overlook, each month, about 80 duplicate 
claims amountlng to approximately $1,400. To detect the 80 duplicate 
claims, we estimate that an addltronal 331 potential duplicates would 
have to have been manually reviewed, which would take a total of about 
7 hours. Carrier officials agreed that manuaL review of the addrtlonal 
claims would be cost effective. 

Because other Larrlers have added not only place of service, but 
also other data fields to their edrtlng crlterla, we believe that there 
1s"potentlal for a significant number of duplicate payments by these 
carriers. As shown in the enclosure, 12 of the carriers were using 
criteria which was narrower than both optlons of the Bureau's criteria 
for comparlng Line items from different claims lnvolvlng the same 
provider. 

Effect of using crlterla 
which 1s too broad 

Use of edltlng criteria which 1s too broad can result rn 
unnecessary manual examinations of line items. Nineteen of the 
carriers were using criteria which was broader than the Bureau's 
crlterla in at least one of the two edits used for comparing Line 
Items from the same claim. These carriers may be making unnecessary 
manual reviews 

NEED TO CHANGE EDIT USED TO 
DENY EXACT DUPLICATES AUTOMATICALLY 

The Bureau carriers' manual states that duplicates which match 
on all fields of completed claims are to be disallowed automatically 
without clerical intervention. The manual, however, does not require 
the automatLc dlsallo%ance of exact duplicates still in process. 



If an exact duplicate line item 1s not automatically denied, 
the potentzal duplicate edits should cause the llrne item to be 
manually reviewed. Consequently, failure to make automat&c denials 
whenever feasible can result in an unnecessary manual review workload. 
In addation, human errors in the manual review process can allow 
duplicate payments to be made. 

On one of the six computer tapes of claims history at Kansas 
City Blue Shlelc, we identified 16 duplicate payments which were 
caused by errors made during the manual review process. These 
payments involved exact duplicate lrne items which had not been 
automatically denled because the older line Items had not completed 
processing when the newer line items entered the computer. Had the 
carrier ’ s automatic denial cdl t included comparisons w1 th line items 
still in process, the errors would not have been made because the 
claims would have been denied automatically. 

Although we did not estimate the number of duplrcates that 
required manual review Instead of berng automatically denied, the 
number may have been srgnlflcant because manual review errors should 
have been made In only a small percentage of the exact duplicates 
revlewed. We believe this to be true because exact duplrcates should 
be relatively easy to detect. 

CONCLUSIONS AND RECOMMENDATIONS 

Medlcare carriers are not complying with the required criteria 
for screening duplicate claims This nonccmpllance 1s resultrng In 
duplicate payments and may be resulting In unnecessary manual review 
of potential duplicates. Regional offices have not ensured adherence 
to the Medicare Bureau criteria. 

Also, cnterla for the edlt used to dqny exact duplzcates 
automatically should be changed to include comparisons wzth other 
claims still In process. The edrts presently required have resulted 
In unnecessary manual review and In some cases, actual duplicates 
were not detected because of errors made in the manual review process. 
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We recommend that you require the Medicare Bureau to: 

--direct reglonal offices to ensure that all carriers 
comply with the Medicare Bureau duplicate detection 
criteria and to speclflcally show the carriers’ crxterla 
In the Annual Contractor Evaluation Reports, 

--change the automatic denial edxt crzterla to 
include comparrsons with claims still in process. 

The Medxare Bureau has taken action on several other matters 
which we brought to their attentxon during our survey. Nonetheless, 
we would appreciate your advlslng us of any actions taken or planned 
with regard to the matters discussed In this report. 

Srncerely yours, 

Robert E Iffert, Jr. 
Assistant Director 

Enclosure 
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